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EFFECT OF FEDERAL CONTROL ON RAILWAY 

LABOR 

W. S. CARTER 
Director of Division of Labor, U. S. Railroad Administration 

TO state at this time what has been the effect upon labor of 
federal control of the railroads will necessitate an 
explanation of what has been done in so short a time. 

Having regard for the fact that approximately two millions 
of employees are affected and that much that has been done has 
been if not experimental at least in the nature of pioneering, I 
am convinced that a continuance of the sympathetic policy of 
the Director General of Railroads will in the not distant 
future eliminate that feeling of unrest, if not desperation, so 
pronounced at the termination of private control. 

An effect of federal control of the railroads upon labor has 
been the demonstration to them that there are orderly means by 
which all differences of opinion between employees and the rail- 
roads may be equitably adjusted. 

Almost immediately after the creation of the Division of 
Labor of the Railroad Administration this work was systema- 
tically undertaken, in fact it may be said that the principal 
purpose of the creation of this Division was to bring about a 
kindlier relation between official and employee. 

These relations had become strained under private control, 
and for this unhappy situation neither operating officials nor 
employees were entirely to blame. In the early days of wage 
bargaining, the general manager of a railroad was privileged 
to grant increased wages and improved conditions of employ- 
ment, when in his own judgment they were justified. In those 
days it was the operating officials of a railroad that dictated 
its policy affecting employees. In many instances these policies 
were liberal, to the extent that employees accepted a denial of 
requests, or accepted compromise, in the belief that the rea- 
sons offered by the operating officials of a railroad for not 
granting requests were sincere. 

Then came the concentration of authority over expenses in- 
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cidental to labor costs in boards of directors, often common 
in personnel to groups of railroads. Some employees went so 
far as to say, and believe, that a comparatively few of the great 
banking institutions of the country had assumed the right to 
prohibit operating officials granting any wage increase, even 
when it was known by such officials that economic conditions 
justified a liberal policy. An opinion prevailed toward the 
last that operating officials had lost practically all authority 
over wage matters, that they had become but the agents to 
enforce the will of " absent landlords." 

Some employees believed that even their highest operating 
officials were obligated to deny any and all requests " that 
meant money " to the railroads, and were forbidden to adjust 
liberally the personal " grievances " of employees. Some of 
them found that where formerly operating officials had dis- 
pensed discipline alloyed with kindness, and where leniency 
had once successfully been pleaded, an apparent change in 
policy had been established. Unadjusted grievances accumu- 
lated, the feeling of oppression became more and more pro- 
nounced, and with this change of mental attitude of the em- 
ployee came a decrease in efficiency of service, a lowering of 
morale, almost a complete absence of esprit du corps, on more 
than one railroad. 

And then came an experience that led employees to think 
that " Wall Street was so far away " that it never made a 
concession until its dividends and interest were jeopardized 
by a strike, or a threatened strike. Even had such a belief been 
based upon error, the belief was sincere, and thereby some rail- 
way employees reached the conclusion that their only hope for 
relief lay in a threatened strike. They were convinced that the 
strike alone was the only influence of employees recognized by 
those who dominated the railway labor situation. 

The government took over the railroads with a majority of 
employees mentally depressed and educated by experience to 
believe in this theory, and it has taken time and patience to 
convince them that under federal control justice will prevail, 
without strike or threats of strikes. 

As a part of the great harmonizing plan of the present 
Director General, three railway Boards of Adjustment have 
been created, to which nearly all employees working under 
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agreements with their respective railroads may appeal with 
certainty that a just decision will be reached. And for all 
employees not working under such wage agreements the 
Division of Labor of the Railroad Administration is a court of 
resort, where justice will be secured. 

For its psychological effect, it was believed that for the 
strongly organized classes of employees, accustomed to adjust- 
ing matters in controversy in accordance with provisions of 
existing wage agreements, Railway Boards of Adjustment 
should be composed of an equal representation selected by these 
organizations and the regional directors of the Railroad Ad- 
ministration. By this method that constant fear of " pre- 
judiced arbitrators," so pronounced among railway employees, 
has been entirely removed. Each and every member of these 
organizations of railway employees has the knowledge that he 
himself has a personal representative on the Railway Boards 
of Adjustment, and that no so-called " neutral " holds the 
balance of power. Of course, employees know that in the event 
of a " deadlock " on these equi-partisan boards, the Director 
General will take upon himself the duty of rendering a decision. 

It was with the belief that deadlocks were inevitable that 
some railroad men of long experience, both officials and em- 
ployees, doubted the practicability of this plan, but experience 
has not produced a single failure of these Railway Boards of 
Adjustment to reach decisions, equally balanced as they are. 

Credit for this success is not alone due to those whose 
vision and optimism has been vindicated. It has been the deter- 
mination of the members of these boards to be fair that has 
made deadlocks avoidable and decisions acceptable. But 
back of that, the chief executives of the employees' organiza- 
tions are deserving of much of the credit for success, for they 
have said, in effect, to the respective representatives whom 
they have selected, " You are no longer an advocate, you are 
now a judge." 

All members of these Boards of Adjustment are technical 
experts in matters of wage bargaining and adjustments of the 
many other controversies that constantly arise between the rail- 
roads and their employees. They approach all matters sub- 
mitted for adjustment with a thorough knowledge of detail 
and past practices. None of them can be convinced by the 
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specious arguments that have so often led astray most estimable 
gentlemen who have served as neutral arbitrators. 

There was not only fear that a bi-partisan board would de- 
stroy its usefulness by inability to avoid partisanship, but predic- 
tions were made that employees would refuse to accept unfavor- 
able decisions. Long years of experience in such matters 
demonstrate that members of the older railway employees' 
unions seldom violate an agreement. When the executives of 
one of these organizations, or other representative officer or 
committee, enter into an agreement to abide by a decision, 
it is seldom or never repudiated. It was this knowledge of 
the loyalty to their organizations and methods of enforcing 
discipline by such organizations that removed fears that un- 
favorable decisions of Railway Boards of Adjustment would 
not be accepted in good faith by employees. 

For that great number of employees who had never been per- 
mitted to participate in wage bargaining and grievance ad- 
justment, through the machinery of labor union committees, 
the Division of Labor of the Railroad Administration acts 
directly as adjuster of controversies. An assistant director, with 
high reputation and years of experience in the work of media- 
tion and labor adjustments, has been assigned the especial duty 
of investigating and adjusting matters of controversy not com- 
ing within the jurisdiction of Boards of Adjustment. He is as- 
sisted by men of like reputation and experience in field work, 
known as representatives of the Division of Labor. 

This theory, however, if time will permit it to be carried to its 
logical conclusion, will place all railroad employees within the 
scope of work of Boards of Adjustment, upon which each class 
will have a representative. 

Time will develop, in all probability, that one of the most 
pronounced effects upon railway labor of federal control will 
be the standardization of wages and working conditions of rail- 
way employees. A purpose long asserted by organizations of 
such employees had been accomplished only to a limited extent, 
both as to classes and to territory, under the pre-existing 
conditions. 

It has not been so many years ago that on some of our most 
important railway systems a policy prevailed that produced a 
different wage, if not a different condition of employment, on 
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the several divisions of the same railroad. In some instances 
these differentials were established to meet the requests of the 
employees themselves, but in such cases a closer study will prob- 
ably demonstrate that it was the inability of employees to secure 
a higher standard wage rate on all parts of a system that led 
them to press the claims of certain portions of the railroad 
where, because of peculiarly objectionable conditions, they had 
more convincing arguments to present for increased wages. 
Thus, by these methods of expediency, there were developed 
higher wage rates for the same classes of employees on the 
western divisions of the principal western railway systems. 
Thus, we find where increased wages could not be secured for an 
entire railroad, increases beyond a standard were secured where 
mountainous or desert conditions prevailed. 

At one time it could be clearly shown that the cost of living 
was higher on western railroads than in the eastern region, 
and that other living conditions were not so desirable. Usually, 
however, it was the theory of expediency that caused railway 
employees to advocate these differentials. 

This fact was brought out in recent years, where the so-called 
" district wage movements " were instituted by certain classes of 
employees, and district standards secured. With the unification 
of the railroads under federal control the argument was im- 
mediately advanced by many employees, " now that all railway 
employees are working for the government, all employees should 
be paid the same wages for the same work." But there had 
arisen another condition since the beginning of the great war 
that led employees to contribute to the defeat of their desire for 
standardization. Cost of living had advanced with such 
gigantic strides that many employees subordinated their altru- 
ism to their individual interests. Upon each man fell the bur- 
den of this depreciation in purchasing power of his individual 
earnings, and because of this burden he has, for the moment, 
subordinated his long-expressed desire for standardization of 
wages for his entire class to his desire to maintain his past in- 
dividual standard of living. Notwithstanding this individual- 
istic demand, the direct result of the great increased cost of 
living, certain classes of railway employees have remained true 
to their desire for standardization. 

General Order No. 27, issued on May 25, 1918, was the 
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result of the recommendations of the first Wage Commission 
created by the Director General of Railroads early in the 
present year. Increased cost of living since December 191 5 
was the basis of computation adopted by that commission. 
To this was applied the humanitarian theory that the increased 
cost of living had fallen heaviest on the low-paid employee. 
But regardless of the amount of increase in wages produced 
by General Order No. 27, hundreds of thousands of employees 
earnestly protested against the application of the order, be- 
cause it " re-established the differentials " in wages prevailing 
in December 1915, many of which differentials had been eli- 
minated by wage negotiations during the years 1916 and 191 7. 
This protest came largely from the approximately 350,000 
employes engaged in the skilled shop trades. In carrying out 
their fixed purpose of standardizing wages and working condi- 
tions, they had during these two years secured such an agree- 
ment on the majority of the south-eastern railroads and were 
aggressively pressing that purpose on other railroads, when 
the railroads passed under federal control. 

Their theory had been that the highest-paid men should be 
content with but minor benefits, when by so doing the lower- 
paid men were privileged to be advanced to a standard with 
all men in the same class of work. 

The underlying theory of the wage advance of the first Wage 
Commission, while intensely humanitarian, completely undid 
all that had been done toward standardization by shopmen, 
clerks, telegraphers and others, during the two years interven- 
ing between December 191 5 and January 191 8. Perhaps it 
will be of interest to know how General Order No. 27 pro- 
duced this result. The first Wage Commission having based 
its recommended increases on the rates existing in December 
1915, recommended that any increases placed in effect subse- 
quent to January 1, 1916 should be considered as a part of the 
wage increase granted through its recommendation. Thus, 
where in December 191 5 two like employees had been paid 
$3.00 and $3.50 respectively per day, and the lower paid 
man had secured an increase of 50 cents per day in 191 7, thus 
establishing a standard rate of $3.50 per day, General Order 
No. 27 increased the wage of the one who had earned $3.50 
in December 1915 to $4.77, while the employee who had earned 
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$3.00 per day in December 1915, got $4.23 per day, and of this 
increase of $1.23 per day, 50 cents was deducted because of 
the wage increase of 50 cents per day in 191 7. To those who 
did not understand what had been done a somewhat humorous 
situation was produced in which the man who had already re- 
ceived his increase was more dissatisfied than the man who 
had waited a year for it. Those who did understand the cause 
of complaint knew that both of the men used in this illustration 
would have been more pleased had each received the same in- 
crease and thereby have preserved the standardization created 
in 1917. 

But a peculiar situation had developed for the employees in 
train and engine service. Their " district standardizations " 
had been established to a great extent before the close of 191 5, 
and, therefore, the wage order (No. 27) based on the first com- 
mission's report, did not re-establish the former differentials. 

The sympathetic attitude of the Director General toward the 
desire of railroad employees for standardization was amply 
evinced in that portion of his General Order No. 27, wherein 
he created a second Wage Commission, which he has designated 
as the Board of Railroad Wages and Working Conditions, and 
to which he delegated the following duties : 

This Board shall at onee establish an office at Washington, D. C, and meet 
for organization and eleet a Chairman and Vice Chairman, one of whom shall 
preside at meetings of the Board. 

It shall be the duty of the Board to hear and investigate matters presented 
by railroad employees or their representatives affecting 

(1) Inequalities as to wages and working conditions whether as to 
individual employees or classes of employees. 

(2) Conditions arising from competition with employees in other in- 
dustries. 

(3) Rules and working conditions for the several classes of employees, 
either for the country as a whole or for different parts of the country. 

The Board shall also hear and investigate other matters affecting wages 
and conditions of employment referred to it by the Director General. 

This Board shall be solely an advisory body and shall submit its recom- 
mendations to the Director General for his determination. 

In his supplements to the original General Order No. 27 
this great work of standardization has been rapidly accom- 
plished. Supplement No. 4 (July 25, 191 8) established a 
minimum standardized wage, hours of employment and rates 
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of overtime for approximately 350,000 employees engaged in 
the shop trades. Supplement No. 7 (Sept. I, 1918) and Sup- 
plement No. 8 (Sept. 1, 1918) accomplished a like purpose for 
perhaps a million employees engaged in clerical and other 
station work, maintenance of way, common labor, etc. Supple- 
ment No. 10 (Nov. 16, 191 8) standardized minimum wages, 
hours of employment and rates of overtime for nearly 62,000 
telegraphers, telephone operators (except switchboard oper- 
ators), agent telegraphers, agent telephoners, towermen, 
levermen, etc., and a few days later Supplement No. 11 ac- 
complished the same purpose for all station agents not perform- 
ing telegraphic service. In creating a " minimum standard," 
rates that were higher are preserved. 

Of course in the pioneering work, apparent discriminations, 
if not injustice to individuals, developed, and to remedy these 
the Director General has directed the Board of Railroad Wages 
and Working Conditions to make further investigations in or- 
der that all may know that they will have a " square deal." 

The one thing that has, to some extent, defeated the purpose 
of such an admirable policy has been the abnormal increase in 
wages of temporary war industries. Just why the railroads, 
under federal control, should not pay eighty cents per hour when 
this rate is paid by other governmental agencies is difficult to 
explain. But when it is realized, as it will be, that the Director 
General's plan has been to establish wage rates that will be per- 
manent, beyond the war period, and after cost of living has 
decreased, railway employees will not complain. I am sure that 
had the Director General remained with us it would have been 
his purpose to have maintained the rates of wages and work- 
ing conditions established by him. It has been to accomplish 
this that he has refused to compete in wage increases with other 
agencies and industries whose activities will be greatly affected 
by a return of peace. 

And yet, it must be confessed, that many employees are dis- 
trustful of the government, as they have been taught to be dis- 
trustful of their former employers. 

While such a comparison is exaggerated, and all comparisons 
are said to be odious, a celebrated author points out that even a 
wild animal, in time, responds to the treatment accorded it. 
Jack London in his wolf, " White Fang," portrays man — with 
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all the bad and good that is in him. An animal with but the 
instincts that nature gave him and his kind, developed into 
a ferocious beast under ignorant and cruel masters, and 
being half starved, over-worked and cruelly treated, de- 
veloped viciousness to an extreme degree. And yet, as if by 
some magic power, another master made of him a docile, faith- 
ful creature. True, White Fang viewed with suspicion well- 
meant advances first made by his last master. He had been 
taught in his past life that all masters were cruel. It required 
but patience, tact and kindness to regenerate a degenerate. We 
have but to view a certain European situation to recognize that 
with man as with London's creature of the wild, like causes 
produce like effects. Anarchy is the natural child of tyranny, 
although, it is true, that no tyrant confesses his parentage. 

Happily, no railroad employee has yet become a " White 
Fang " or a Bolshevik, but the leaven is there ; unwittingly 
implanted by those whose selfish interests had blinded them to 
the destructive agency of their own creation. 

Another administrative measure, equally as important to 
railway employees as those mentioned in the foregoing, has 
been the recognition of the eight-hour day by the Director 
General. In some instances he has not yet been able to grant 
higher rates of overtime after the eighth hour of work, but 
usually in such cases it can be shown that the other benefits of 
the wage order have been a great advance, and even in these 
cases the eight-hour day has been established with pro-rata 
overtime for work performed in the ninth and tenth hour, and 
time and one-half for any work performed after the tenth hour 
in any day's work. Where past practices have resulted in an 
eight-hour day and time and one-half for overtime for large 
numbers of employees in any class, this practice has been ex- 
tended to all employees in that class. 

As early as February 21, 191 8, less than sixty days after the 
railroads passed under federal control, General Order No. 8 
was issued, which contained the following provisions : 

No discrimination will be made in the employment, retention, or conditions 
of employment of employees because of membership or non-membership in 
labor organizations. 

This privilege thus granted, the principal of wage bargain- 
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ing having been recognized, and existing wage agreements 
confirmed by the Director General, all employees on roads 
under federal control were placed on an equality with em- 
ployees on most of the roads where a more liberal policy has 
heretofore prevailed. 

The fact that the Division of Labor was created with the 
Director of that Division on full equality with Directors of 
other Divisions indicates the general attitude of the Director 
General. It may be said that for the first time " labor " is 
recognized on an equality in solving the problems of railroad 
administration. 

No doubt, there has been impatience among railroad em- 
ployees because of delays in adjustments of matters affecting 
their well-being, but it should be remembered that all that 
has been accomplished has been the result of the first eleven 
months of federal control. Having regard for the fact that 
approximately 2,000,000 employees- have been involved ; that 
varying conditions existed on many railroads; that much of 
the work has been created, and that it must take time to solve 
such problems, I feel sure progress has been made with un- 
usual rapidity in the settlement of most questions. 

Under the existing congressional act, the railroads will pass 
back to private control on or before twenty-one months after 
the declaration of peace. Under private control, as under 
federal control, the labor problems are of great importance, 
and should have the serious consideration of those who are to 
re-assume control. If Congress decides to enact additional 
legislation affecting the railroads, I sincerely hope that the 
rights and aspirations of labor in the operation of the railroads 
will receive due consideration. What has been done under 
federal control may serve as an illustration of what may be 
done under any form of control. But so long as the roads are 
under federal control, it is evident that labor problems will be 
dealt with along different lines than was the practice when the 
roads were operated by private corporations. 

One effect of federal control on railway labor has been the 
inspiration for better things — for a life really worth living. 
I have said this with full knowledge that federal control of 
labor produces effects in keeping with the peculiarities of tem- 
perament of those who govern. I speak of the present and 
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not of the future. What the future has for the well-being, 
contentment and consequent efficiency of railroad employees 
rests with those who are to dictate policies of the future. 

I have before me official circular No. 84, issued by the 
Railway Employees Department of the American Federation 
of Labor. I presume that department represents approxi- 
mately 600,000 railroad employees, and I am going to assume 
that those who are speaking for these 600,000 railroad em- 
ployees have a right to make such a demand. 

I find on the first page a copy of a resolution addressed 
to the President of the United States in which the most kind 
expressions of regard are made for the man who has been 
responsible for the policy adopted by the government in its 
attitude toward labor. They express regret that he is leaving 
the position which he has occupied since the railroads were 
taken under federal control, and even suggest methods by 
which possibly he can be induced to remain in the service. 
I suppose you know the reason assigned by him for going. 
These workingmen go so far as to want to divide their salaries 
to create a fund which will make it possible to pay the Director- 
General of Railroads an adequate salary. Under the present 
law however he is not entitled, or cannot, I understand receive 
a dollar of compensation so long as he is Secretary of the 
Treasury. 

Another resolution of similar nature was addressed to the 
President of the United States by what is known as the 
Schedule Committee of the 350,000 shop men. I am going to 
read this. It is dated November 27, 191 8, and is addressed 
to Honorable Woodrow Wilson, President of the United States. 
It says : 

We as delegates representing railroad shop men throughout the United 
States now in convention at Washington do not feel that the operation of 
the railroads under government control has had a fair trial during the short 
time they have been so operated, realizing that the act of Congress provided 
that the government should retain control of the railroads for a period 
of 21 months after the termination of the war; but we now see by reports 
through the public press that plans are under way to return the railroads 
to their former owners. We are of the opinion that the question is of such 
vast importance that it should not be hastily disposed of. As the repre- 
sentatives of 600,000 railroad shop men we are very much in favor of 
continued government control of the railroads. 
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English words do not mean the same thing in all English- 
speaking countries. When we speak of the " government," we 
often mean the machinery of government. If we speak of the 
United States central government we say " the Federal Gov- 
ernment," or " State Government " in matters affecting the 
state. In other English-speaking countries the word " gov- 
ernment " means " administration." In this country there is 
a vast difference between the " government " and the " admin- 
istration." In England the government means the admin- 
istration, and it does in Canada also. When we speak of 
governmental control it means federal control. 

Notwithstanding my optimism I want to confess to you, after 
many years as a railroad employee, since I was a boy in fact, 
and many years as an active worker in trade unionism, I 
have never yet persuaded myself that " government owner- 
ship " was good for railroad employees. Do not forget the 
difference between the meanings of the word, for if the gov- 
ernment, or rather an administration is reactionary, God help 
the working people. If the administration, or the government, 
as you may call it, is liberal, if it is sympathetic with labor, then 
I think all railroad employees would like to have government 
control. 

But, what creates a government or an administration in this 
country ? Public opinion. Now, what creates public opinion ? 
Publicity. Those who control the channels of publicity con- 
trol public opinion, and public opinion controls the government. 

We hear much ado about a discovery that the brewers 
have loaned money with which to buy newspapers, and we 
have heard a great deal about what certain foreign ambassadors 
spent in this country to control public opinion, and we are 
shocked. That has been a common practice for years, only 
we have not heard so much about it. 

It has been said that in the old days elections were won by 
giving a man here and there two dollars, but that has been 
changed by law, and votes are bought no longer for two dol- 
lars ; but for perhaps two thousand dollars you can undertake 
a campaign of education, as it is called, through speakers and 
through the press, and control a thousand votes. Now, which 
is the cheaper method ? 

The danger in a democratic country is that the channels of 
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publicity are controlled by people who are able to pay the cost 
of publicity, and through their contribution to that expense 
they control public opinion, and public opinion elects govern- 
ments. I fear that the day is not so distant when somebody's 
campaign fund will be huge enough to convince everybody 
that railroad employees ought to be sent to the penitentiary, 
rather than to be treated right. The greatest danger that con- 
fronts American democracy is the control of the channels of 
publicity by private interests. 
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